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The deficit-busters acknowledge that a Perot-type pro- 
gram would initially produce declining living standards for 
the majority of Americans. But as the federal budget moved 
toward balance over five years, they argue, the economy would 
make a dramatic turnaround. Recovery would be ushered 
in by a sharp drop in long-term interest rates, the rates at 
which businesses borrow to invest in new factories and ma- 
chines. During the past two recessionary years, the Federal 
Reserve has pushed short-term interest rates to their lowest 
level in thirty years, but long-term rates haven’t fallen. Budg- 
et balancers claim those rates won’t fall because the federal 
deficit absorbs virtually the entire available pool of private 
domestic savings. With savings in short supply for the pri- 
vate sector, credit becomes scarce and the costs of borrowing 
prohibitive. 

But long-term rates actually depend much more on Fed- 
eral Reserve policy and broad financial market conditions 
than on the federal deficit. And that is only half the story. 
Businesses borrowed at an unprecedented pace during the 
1980s, despite high interest rates. The problem has never been 
getting businesses to borrow, but rather having them use their 
borrowed funds to finance productive projects. Between 1982 
and 1990 corporations borrowed $1.2 trillion, equivalent to 
75 percent of the amount loaned to the federal government 
to finance the deficit. However, only $183 million of this 
was used to finance new machinery and factories; roughly 
$1 trillion went into mergers, buyouts and other speculative 
activities. 

But let’s assume things will change, and businesses will be 
lured to invest in new equipment and factories. What is to in- 
sure that such productive investment would be located in 
the United States? In 1989, the last year before the recession, 
53 percent of the new jobs created in North America by U.S. 
multinational companies were in Mexico. 

Certainly, the deficit is a problem, particularly as it expands 
over time. But deficit reduction should come only after the 
recession has ended and only as one feature of a comprehen- 
sive program to confront slow growth, the dominance of spec- 
ulation over productive activity and the flight of U.S. cor- 
porations to low wage/low tax havens. Neither Perot nor his 
fellow budget balancers address those fundamental problems. 
All they do is hold a knife to the living standards of the ma- 
jority of Americans. Robert Pollin 


Robert Pollin is a professor of economics at the University 
of California, Riverside. 


Blame Game 

I n his campaign speeches George Bush perpetuates 
the myth that Congress is responsible for the $4 tril- 
lion federal deficit because it insists on passing huge 
budgets. But figures obtained from the nonpartisan 
Congressional Budget Office reveal that there is little differ- 
ence between the spending records of Presidents Reagan and 
Bush versus Congress. 
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The years 1982 through 1993 are used on t{ie chart because 
the former was Reagan’s first budget and the latter is Bush’s 
most recent one. The Congressional figures come from, the 
first budget resolution passed by Congress (supplementary 
budgets require joint presidential-Congressional action). 

Over the twelve years, five Congressional budgets were lower 
than those recommended by the President; the difference 
between the totals amounts to k mere five-hundredths of a 
percent. 

In the matter of the growth of the federal budget, the 
responsibilities are shared by Republican Presidents and 
Democratic Congresses. But the primary responsibility must 
rest with the President: He initiates the process, and the final 
budget usually resembles his initial figures. 


PROPOSED OUTLAY BUDGETS 1982-1993 

(IN BILLIONS OF DOLLARS) 



PRESIDENT 

CONGRESS 


1982 

$695.3 

$695.4 


1983 

$779.3 

$769.8 


1984 

$840.8 

$851.2 


1985 

$937.6 

$932.0 


1986 

$972.0 

$967.6 


. 1987 

$1009.7 

$995.0 
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1988 

$1024.3 

$1038.5 


1989 

$1094.2 

$1099.7 


1990 

$1156.7 

$1165.2 


1991 

$1233.3 

$1236.9 


1992 

$1445.9 

$1448.0 


1993 

$1503.0 

$1500.0 


TOTAL 

$12,692.1 

$12,699.3 


Jerome Grossman 


Jerome Grossman teaches business management at Rifts 
University. 


★ 

Bush And Iran/Contra 

i 

He wasn’t one who sought to dupe 
The public. Members of that group 
Made sure he wasn’t in the loop. 

They kept from him the straightest poop. 

A gentleman must never snoop. 

He knew no more than Betty Boop. 

II 

Or else, I fear, he’s in the soup. 

Calvin Trillin 


The Nation. 





